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1DEFENSE. DEPARTMENT OF
An interim rule intended to increase the share of defense contract dollars awarded to 
small disadvantaged firms has recently been released by the Defense Acquisition 
Regulatory Council (see the 2/19/88 Fed. Reg.. pp. 5114-31). The interim rule 
amends the Defense Federal Acquisition Regulation Supplement to implement Public 
Laws 99-661 and 100-180. The rule, which is effective on 3/21/88, allows DOD to 
award contracts using less than full and open competitive procedures to achieve a 
goal of awarding five percent of contract dollars to small disadvantaged business 
concerns and selected minority institutions, provided the contract price does not 
exceed the fair market cost by more than ten percent. Total and partial set- 
asides are provided by the rule, as is a ten percent price preference in certain 
competitive acquisitions. According to the DAR Council, the rule will maintain 
the current level of awards under sections 8(a) and 15(a) of the Small Business 
Act. Comments are requested by 3/21/88 and should be submitted to the Defense 
Acquisition Regulatory Council, ATTN: Charles W. Lloyd, Executive Secretary,
ODASD(P)/DARS, c/o OUSD(A)(M&RS), Room 3D139, The Pentagon, Washington, D.C. 
20301-3062. The DAR Council requests DAR Case 87-33 be cited on all 
correspondence related to this subject in order to facilitate consideration of the 
comments. If further information is needed after reviewing the interim rule, 
please contact Charles Lloyd at the DAR Council at 202/697-7266.
GENERAL ACCOUNTING OFFICE
The rate of obtaining correct answers to tax law questions from IRS telephone- 
assistance lines is only 61 percent, according to Jennie Stathis, associate 
director of the General Government Division at GAO. She appeared before the House 
Ways and Means Oversight Subcommittee on 2/23/88 during a hearing to examine the 
status of the 1988 tax filing season. However, the GAO results are preliminary 
and are not projectable for the success of this year's IRS telephone assistance, 
Ms. Stathis said. According to the GAO testimony, the IRS did a good job in 
trying to prepare its employees and the taxpayers for the 1988 tax filing season. 
Results of a GAO survey indicate that taxpayers are very satisfied with the IRS 
service at walk-in offices even though the GAO found that some forms and 
publications were not available to the taxpayers at certain walk-in distribution 
sites. Members of the tax practitioner community are also pleased with IRS'
attempts to provide early written guidance, she said. However, they have mixed 
views on the adequacy of IRS regulations issued to help taxpayers and 
practitioners interpret the Tax Reform Act of 1986, the GAO stated. The trend 
towards filing later appears to be continuing despite the IRS' intensive campaign 
to encourage the taxpayer to file earlier this year. The GAO reports that the 
returns processing is proceeding smoothly at this early point in the filing season 
and that service center inventories are at levels that the IRS considers 
manageable.
IRS Commissioner Lawrence Gibbs testified that, according to the IRS' own 
survey of its taxpayer assistance telephone program, approximately 75 percent of 
the taxpayers' questions are answered correctly. The IRS hopes to improve the 
accuracy rate by providing additional training for those questions most often 
answered incorrectly, Commissioner Gibbs stated. He also stated the IRS Service 
Centers are in excellent shape since there have been no major problems with the 
computer equipment.
2LABOR, DEPARTMENT OF
Two pension work groups have scheduled public March meetings in Washington. D.C. (see 
the 2/17/88 Fed. Reg. . p. 4791). The ERISA Advisory Council Work Group on 
Reporting and Disclosure has scheduled a meeting for 3/10/88 and the Work Group on 
Portability and Preservation of Pension has scheduled a meeting for 3/11/88. The 
work groups were formed by the Advisory Council on Employee Welfare and Pension 
Benefits Plans to study issues relating to disclosure for employee welfare plans 
covered by ERISA and various issues relating to pension portability and benefit 
preservation. The 3/10/88 work group meeting will begin a review and evaluation 
of the ERISA reporting and disclosure requirements, sections 101 through 111. The 
purpose of the 3/11/88 meeting is to discuss pending proposals regarding pension 
portability and benefit preservation. Individuals wishing to address either work 
group should submit written requests to Charles W. Lee, Jr. , Executive Secretary, 
ERISA Advisory Council, U.S. Department of Labor, Room N-5677, 200 Constitution 
Ave., N.W. , Washington, D.C. 20210. Requests are due by 3/3/88 for the 3/10/88 
meeting and by 3/4/88 for the 3/11/88 meeting. Both meetings are scheduled to 
begin at 10:00 a.m. in Room N-3437A and N-3437B, respectively, U.S. Department of 
Labor Building, Third and Constitution Ave., N.W., Washington, D.C.
TREASURY. DEPARTMENT OF
Passive activity losses and credits are the subject of temporary and proposed 
regulations issued recently by the IRS (see the 2/25/88 Fed. Reg., pp. 5686-5732 
and p. 5733). The regulations were issued to conform to changes in the law made 
by sections 501 and 502 of the Tax Reform Act of 1986 which disallows the passive 
activity loss and credit for the taxable year. The temporary and proposed 
regulations provide general rules for applying the passive loss and credit 
limitations and are generally effective for taxable years beginning after 
12/31/86, the IRS said. Included in the regulations are rules pertaining to: 1) 
The disallowance of the passive activity loss and passive activity credit; 2) The 
taxpayers to whom the passive loss and credit limitations apply; 3) The general 
effect of the new law on the treatment of items of income, gain, loss, deduction, 
and credit from passive activities; 4) Definitions of such essential terms as 
"material participation," "passive activity," "trade or business activity," and 
"rental activity;" 5) The treatment of certain losses from oil and gas working 
interests; 6) The application of the passive loss and credit limitations to C 
corporations; and 7) The treatment of spouses filing joint returns. Rules are 
also provided in the regulations for computing the passive activity loss and 
passive activity credit. In addition, guidance is provided concerning the 
transitional rule for losses and credits from pre-enactment interests in passive 
activities. The IRS noted that future regulations will provide rules identifying 
economic undertakings that are treated as separate activities; rules identifying 
treatment of losses upon certain dispositions of interests in activites; rules 
relating to the treatment of certain "self-charged" expenses; rules relating to 
trusts, estates, and their beneficiaries; rules relating to the treatment of 
publicly traded partnerships; rules relating to the $25,000 allowance regarding 
items attributable to certain rental real estate activities; and rules relating to 
the application of the passive loss and credit limitations in the case of former 
passive activities and corporations that change status from year to year, for 
example, corporations that cease to be "personal service corporations," 
corporations that cease to be "closely held corporations," and C corporations that 
become S corporations. Comments and requests for a public hearing must be 
3delivered or mailed by 4/25/88 to Commissioner of Internal Revenue, ATTN: CC:LR:T 
(LR-14-88), Washington, D.C. 20224. For further information after reading the 
temporary and proposed regulations, please contact Michael J. Grace at 202/566- 
3288.
The IRS announced an "anticipated change" in the regulations relating to the ordering 
rules under section 263A of the Internal Revenue Code applicable to changes in 
methods of accounting for taxable years beginning in 1987. According to Notice 
88-23 and Revenue Procedure 88-15, the IRS guidance applies only with respect to a 
taxpayer changing the method of accounting in order to comply with the 
requirements of section 263A for the first taxable year beginning after 12/31/86, 
if, for the taxable year, the taxpayer also wishes to discontinue use of the last­
in, first-out (LIFO) method of accounting for inventories. Generally, the IRS 
said, a change in the method of accounting required by section 263A is deemed to 
occur before any other change in method of accounting is deemed to occur for that 
year. However, the IRS notes, forthcoming regulations interpreting section 263A 
will modify this rule and provide that, "in the case of a taxpayer that wishes to 
terminate the use of the LIFO method of accounting for inventories, the change 
from the LIFO method may, if the taxpayer chooses, be made before the change in 
method of accounting for inventories... required by section 263A...is made." 
Additionally, a taxpayer making such change in method of accounting may be 
permitted to use the expeditious procedure for discontinuing the use of the LIFO 
method of accounting for inventories contained in Revenue Procedure 88-15. The 
Revenue Procedure is effective 3/7/88. Revenue Procedure 88-15 and Notice 88-23 
are scheduled to be published in Internal Revenue Bulletin 1988-10, dated 3/7/88. 
If further information is needed after reviewing the revenue procedure and notice, 
please contact Ruth Bettlinger at the IRS at 202/566-3638.
Federal tax liens will be filed electronically or through a magnetic medium in states 
where such filing is permitted under temporary and proposed regulations issued 
recently by the IRS (see the 2/23/88 Fed. Reg.. pp. 5269-70 and pp. 5279-80). The 
IRS said the regulations clarify that the term "Form 668," which is Notice of 
Federal Tax Lien Under Internal Revenue Laws, includes "both a Form 668 printed on 
paper and a Form 668 filed by the use of an electronic or magnetic medium if the 
law of the state in which the notice is filed permits a notice of Federal tax lien 
to be filed by the use of such medium." The IRS also said that use of a non-paper 
form will not affect the decision to place a notice of lien on file and will not 
significantly affect the timing of issuance of a notice of lien. Use of 
electronic or magnetic media to file a notice of tax lien will be beneficial, 
according to the IRS, for the following reasons: 1) reducing the time it takes to 
notify the public that a lien exists; 2) reducing the amount of paperwork 
necessary to file a notice; and 3) in certain cases, eliminating or reducing the 
cost of filing a notice of lien, which cost is generally billed to the taxpayer 
involved. Written comments and requests for a public hearing must be delivered or 
mailed by 4/25/88 to the Commissioner of Internal Revenue, ATTN: CC:LR:T (LR-39- 
87), Washington, D.C. 20224. For further information after reading the 
regulations, please contact Lauren G. Shaw at the IRS at 202/566-3287.
The IRS electronic filing/magnetic media program for business tax returns will be 
expanded to permit filing of employee pension plan returns--Forms 5500C and 5500R- 
-beginning in June, the Service announced recently. For information on electronic 
4and magnetic media filing, please contact the IRS Technology Research Office by 
writing to the Assistant Commissioner (Planning, Finance and Research), ATTN: 
Technology Research Office, 1111 Constitution Ave., N.W., Washington, D.C. 20224 
or by calling 202/376-0388.
In a related announcement, the IRS said more than 100,000 taxpayers in 16 IRS 
districts throughout the country have filed individual income tax returns 
electronically. The IRS said more taxpayers filed electronically during the first 
month of the current filing period than did so for all of last year. The IRS 
estimates that up to a million individual income tax returns will be filed 
electronically this year. Electronic filing is currently available to taxpayers 
in Alabama, Arizona, Indiana, Kentucky, Nebraska, North Carolina, Utah, Virginia, 
Washington, and Wisconsin. It is also available in parts of New York serviced by 
the Albany and Buffalo IRS districts, parts of California serviced by the 
Sacramento and San Jose IRS districts, and areas serviced by IRS districts in 
Cincinnati and Dallas.
SPECIAL: PROCEEDINGS AVAILABLE OF ROUNDTABLE DISCUSSION CONCERNING GAAP AND RAP
The proceedings of a roundtable discussion about the impact of generally accented 
accounting principles (GAAP) and regulatory accounting principles (RAP) on public 
policy are now available. The roundtable discussion, held 10/8/87 in Washington, 
D.C., was sponsored by the SEC and Financial Reporting Institute of the University 
of Southern California (see the 10/26/87 Wash. Rpt.). Copies of the proceedings
are available for $20 by writing Jerry L. Arnold, Professor and Director, SEC and 
Financial Reporting Institute, School of Accounting, University of Southern 
California, Los Angeles, CA 90089-1421. If further information is desired, please 
call Professor Arnold at 213/743-8789.
SPECIAL: SENATE FINANCE SUBCOMMITTEE ANNOUNCES HEARING ON EXPIRING TAX PROVISIONS
Expiring tax provisions will be the subject of a hearing by the Senate Finance 
Subcommittee on Taxation and Debt Management scheduled for 3/28/88. In announcing 
the hearing, Sen. Max Baucus (D-MT), the subcommittee chairman, said, "Congress 
occasionally enacts tax provisions on a temporary basis to allow time for further 
review and study. This hearing gives us an opportunity to review some of those 
provisions which have expired recently or will expire this year." Provisions 
expected to be addressed at the hearing include the exempt treatment of mortgage 
revenue bonds and the Targeted Jobs Tax Credit. The hearing will not address the 
R&D tax credit or the allocation of domestic research expenses which were the 
subject of a hearing on 4/3/87, Sen. Baucus said. Individuals who wish to testify 
must submit a written request by noon on 3/21/88 to Laura Wilcox, Hearing 
Administrator, U.S. Senate, Committee on Finance, Room SD-205 Dirksen Senate 
Office Building, Washington, D.C. 20510. The hearing is scheduled to begin at 
9:30 a.m. in Room SD-215 of the Dirksen Senate Office Building.
5For further Information contact Shirley Twillman at 202/737-6600.
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